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EXECUTIVE OFFICE OF THE Paesmsml 27- 4 : v

OFFICE OF MANAGEMENT AND BUDGET
. WASHINGTON, D.C. 20803

February 6, 1987
LEGISLATIVE REFERRAL MEMORANDUM

TO: Legislative Liaison Officer -

Department of Agriculture

Department of Commerce

Department of Defense

Department of Education

Department of Energy

Department of Health and Human Services
Department of Housing and Urban Development
Department of the Interior

Department of Justice

Department of Labor

Department of State

Department of Transportation
Department of the Treasury

Agency for International Development
Council of Economic Advisers

eefitral Intelligence Agency
Environmental Protection Agency
General Services Administration
National Aeronautics and Space Administration
Small Business Administration

U.S. Information Agency

Veterans Administration

S8UBJECT: OPM draft bill "To amend title 5, United States Code, to

reform the Civil Service Retirement System, and for
other purposes."®

This draft bill carries out proposals in the President’s

Fiscal Year 1988 Budget. Expedited review by the date
shown below is necessary.

The Office of Management and Budget requests the views of your
agency on the above subject before advising on its relationship

to the program of the President, in accordance with OMB
Circular A-19. :
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A response to this request for your views is needed no later than
Wednesday, February 18, 1987.

Questions should be referred to Hilda Schreiber (395-7362), the

legislative analyst in this office.
Naomi R. Sweeney for : 3

Assistant Director for
Legislative Reference

Enclosures
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UNITED STATES

f e OFFICE OF PERSONNEL MANAGEMENT
& et

TON, D.C. 20418

OMos of the Dirsotor

Honorable Ceorge Bush
President of the Senate
Wllhlngton. D.C. 20510

Dear Mr. President:

The Office of Peresonnel Managenent submits herewith a
legislative Proposal, "To amend title 5, United States Code,
to reform the Civil Service Retirement Systen, and for other
purposes.” This proposal would implement reconmendations
contained in the President's budget for figcal year 1988,

We request that Jou refer thisg Proposal to the appropriate
committee for early consideration,

With the enactment {n June 1986 of a new Federal Employees '
Retirement Systenm (FERS) for Federal workers hired on or
after January 1, 1984, the overly generoug features of the
Civil Service Retirement System (CSRS), which gtill covers
most Federal ezployees, are even wmore anomalous than
before. The full CPI indexation of cost-of-living adjust.

ments that has beepn provided wunder CSRS 4, essentially

without parallel in private sector pension plans, and badly
needs correction. This draft bill would bring retirement
benefits under the old CSRS rogram more into line with
those under FERS by altering the method of computing cost-
of-1living adjustments under the old system to conform with

the new systen, baaically providing adjustments one

percentage point below each year's increase in the CPI,

In addition, the proposal would eliminate unwarranted
subsidies from the Civil Service Retirement Fund o
requiring the United States Postal Service and the District
of Columbia overnment each to contribute to the Fund an
additional 2 percent of the basic pPay of their CSRS-covered
employees each year until their payments, when combinmed vith

employee deductions, are sufficient ¢to cover the dynamic
normal coat of the CSRS.

Finally, the pProposal would repcal from the old and new
retirement systems Provisions which permic enployees to

© sum at the time of retirement, These provisions Create

significant short-term outlays which poge major problems in

Reeting the Government's statutor{ly mandated deficit
reduction targets, : o

| | 0080019-1
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Honorable Ceorge Bush .

Ve estimate that these prbpolcd changes would reduce the

budget deficit (1.e., increase receipts or reduce outlays)
by the following amounts:

Fiscal Year 1988 $1.511 millton
Fiecal Year 1989 1,702 million
Fiscal Year 1990 1,905 million
Fiscal Year 1991 2,121 million
Fiscal Year 1992 2.2

81! mi{llion
1988-92 total %9 ,520 willion

The Office of Management and Budget advises that enactment

of this proposal would be in accord with the progrem of the
President,

A sinilar letter is being sent to the Spesker of the House
of Representatives. :

Sincerely,

Constance Horner
Director

Enclosures
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- A BILL

To amend title 5, United States Code, to reform the Civil
Service Retirement System, and for other purposes.

Be {t enacted by the Senate

and Rouse of Representatives of
the United States of America in Congress assenmbled, That this Act

may be cited as the "Civil Service Retirement Reform Act of
1987".

Sec. 2. Chapter 83 of title 5, United States Code, §s
smended--

(1) in section 8340--

(A) in subsection (a)--

(1) &n . paragraph (1) by striking out "and" at the
, end thereof;

(1) in paragraph (2) by striking out the period

at the end thereof and inserting in lieu thereof
*sand"; and

(141) by adding at the end thereof the following
. new paragraph:

"(3) the tern 'percent change in the price index',

88 used with respect to a year, mesns the percentage
_derived by--

"(A) reducing--

"(1) the price index for the base
quarter of such year, by

"(i1) the price index for the base
quarter of the preceding year in which an

adjustment under this subsection was made;
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" "(B) dividing the difference under
subparagraph (A) by the price index referred
to in subparagraph (A)(i{); and’
"(e) sultiplying the quotient under
subparagraph (B) by 100."; and
(B) by amending subsection (b) to read as follows:
*(b) (1) Except as provided in subsection (c),
effective Decenber 1 of any year in which an
adjustwent under this subsection is to be oade, as
deternined under paragraph (2), each annui ty
payable from the Fund under this chapter having a
conmencing date not later than such December 1
shall be adjusted as follows;

"(A) 1f the percent change in the price
index for the year does not exceed 3 percent,
each annuity subject to adjustment under this
subsection shall be increased by the lesser
of--

"(1) the percent change in the
price index (rounded to the nearest one-
tenth of 1 percent); or

"(11) 2 percent.

"(B) 1f the percent change in the price
index for the year exceeds 3 percent, each

annuity subject to adjustment under this
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subsection shall be increased by the excess

of--

(1) the percent change in the
price index (rounded to the nearest one-
tenth of 1 percent), over

"(41) 1 percent,

"(2) An adjustment under this subsection
shall be made in a year only if the price index
for the base quarter of such year exceeds the
price index for the base quarter of the preceding
year in which an adjustment under this subsection
was made."; and

(2) 4n section 8348--

£A) in sudbsection (h)(1) by inserting before
%guthorizes" the following: ", prior to Octodber 1,
1987,"; and

"(B) by adding at the end thereof the following
new subsection:

"(3) The United Statea Postal Service and the
District of Colunbia government shall each contribute
to the Fund & sum to be determined by applying to the
total basic pay (as defined in section 8331(3) of this

title) paid to its employees who are covered by the
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‘Civil Service Retirement System the percentage rate

that 1s the excess of the total normal cost percentage
rate for the System, as most recently deterained by the
Board of Actuaries of the Civil Service Retirement
System, and including the effects of future increases
in pay and future cost-of-living adjustments, over the
enployee deduction rate specified in section 8334(a) of
this title. 1f such rate determined by the Board for
any fiscal year differs from the rate used in the
previous tiléil year, such new rate may not take effect
under thi.‘oubloction until the beginning of the fiscal
year which follows that determination by more than one
year.".

Sec. 3. Chapter 84 of title 5, United States Code,
ie¢ amended--

(1) by repealing section 8420a;

(2) in section 8424(a) by striking out "Except as
provided in section 8420a, payment" and inserting in

- 1ieu thereof "Payment"; and

(3) in the analysis by etriking out the item

relating to section 8420a.
Sec. 4. Public Law 99-335 is amendede-
- (1) by repealing sections 204, 408, and 505 and

the amendments made by such sections; and

(2) by amending section 702-.
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(A) in paragraph (3) by striking out "
"sections 204 and" aﬁd {nserting in 1icu thereof
“"section";

(B) {n paragraph (5) by striking out
*"Sections 505 and" and inserting in lieu thereof
"Section".

Sec. 5. (a) Except as provided by subsection (b)
of this section, the amendments made by this Act shall
take effect on the date of enactment of this Act.

(b) Notwithstanding the provisions of section
8348(1) of title 5, United States Code, as added by
section 2(2)(R) of this Act, in the fiscal year
beginning on October 1, 1987, the United States Postal
Sexrvice and the District of Columbia government shall
each contribute to the Fund a sum to be determined by
applying to the total basic pay (as defined in section
8331(3) of title 5, United States Code) paid to its
enployees the employee deduction rate specified in
section 8334(a) of title 5, United States Code, plus 2
perceﬁi. In each succeeding fiscal year, the rate

shall be increased by an additional 2 percent, or such

lesser amount as {s necessary, until it equals the rate

determined annually by the Office of Personnel
Management under such section 8348()), after which it
~shall be determined in accordance with such section

8348(3).
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SECTION-BY-SECTION ANALYSIS -
To accompany a draft biil |

"To emend title § United §
Ly R tates Code, to refornm
: n:p “1::.}"Sorv1co h:trct.nnt System, ‘nd for other

The firet sectio :
Retirement RefomnAc?:?ggst;\_'n bill as the "Civil Service

Section 2 contains the various gnm
endment
g:g:c ..':,nUniitcd States Code, designed t:: t:ri‘::‘:ptt:: gsiv:{
created F:ge::?eg:plsgy‘ets' .loetteir::::t lsine o g the nevly- '
\t;:vatrhr:n{:,;gt:gbasi:t:o f;om the Civil s.Jx':e”x::"fn;‘:n?gﬁﬁ; }
a
S0y lhe ;ovcmcnt.“ ostal Service and the District of

Paragraph (1) of section 2 amends
sect

3-"‘.’,3."{“""‘ (3) to subsection (n)“:cg?:?n:y t:xded“tu 2
nl:bucc,t‘i change {n the price index," gnd by revi :rm
Subssction (b) ¥o provide ‘that costeof-1fving adjerioils
eomumere e ‘:hor the lesser of the percent change in :h.
the CPI agi. ;otln:x.:ee(dc?)pe:':etz:t pe:: .:lf' erean Change ‘;
t::“ﬂél wioos 1 percent, {if e (:!’Ie gt::::: ¢ :x‘;.:gl. 13
’rovzﬁé This computation method is consistent with ‘h
ro r: hun‘dcr the Federal Employees' Retirement § s: .
te :glcﬁ tts ) also authorizes an adjustment only in f :m

e CP1 for a base quarter exceeds the CPI foryt::

base quarte
bas ‘:d.. r of the preceeding year {n which an adjustnent

Paragraph (2) of sectio

:oqutrcment that the npz.tﬁendsaer:’eigiion ‘83148£ v tecters
R:tc::::“. in the unfunded liebiliey of cphey c::fl s i
.ectio:eg;%sy.tm. Assessments ynder subsection (;;v c;
Peior to D :111 be limited to Postal Service pay increa e
prior to ctober 1, 1987. However, paragraph {2 the 358
Service.“u::“lixon (}) to section 8348, requiring the go:tai
Fund a sum t: genagéegn?i":::m;;ta:.fhi 5 to hieitute to the
g:ge as ::gined in section 833i(3) pog' tnigtlteo Sthflntg:?s:::ic
Retir'emgnt ;o ite employees covered by 'cxvu Sex'vies
A . lt € percentage rate that is the excess of ;e
recentlno?a cost for the Retirement System a ot
sawueyh:gemlned by the Board of Actuaries of thes Cui'eilt.
Service Re iremenc System, including the effects of fut
cos ] ving adjustments and future increases in pa Vover
v erployee deduction rate specified in gection 853223;“’:;

Sanitized Copy Approved for Release 2011/10/05 : CIA-RDP20M0O0004R000900080019-1



Qo ettt ooy . S0 A @ o

- W a5 aw LT) = R

neNe Aem e Y
Sanitized Copy Approved for Release 2011/10/05 : CIA-RDP90MO0004R000900080019-1 ™ ====———

f-

title 5, United States Code. 1f ¢th

5:::-11 yeer differs from the prcv__iou: yn:::."‘"ul :A?ct {:.: new
Iate m:mt:ot used in computi the Postal Service or Dngw
gvermen vraynen: until the beginning of the firet f£iscal
y olliowing the rate determination by more than a yur.‘

Section 3 smends chipter 84 of tir]

by t:p:aling section 8420a, tola:ing. ti' Q‘;:':::xitg::t;: co“i

;'.“c‘:i:n““\zlzﬁ(’:)r ::; :‘;denl llu loyees' Retirement 8;:::.:
e analysis ¢ .

amended to eliminate ufcrcnceys to tl:: tt::itleog ::ct.l?n sleo

Section -4 amends Public L -
204, 408, and 505 and the a;‘:n::e:g.s n:ge oy thos sections

System, the Foreign Service Retirenm
e
Retirement System, res ectively. ngogg;::m'w‘znd 1tohea‘1:£2

emended in paragraphs (3) a
Tepealed sections bos ﬁnd sio\g'(f.“;:c:}::i;fte references to

Section 3 provides in subsection
[ h
grovided in subsection (b) of that ugt,Zon? :;éndgzgzgtna::

th
AZt. e Act shall take effect on the date of enactuoent of the

Subsection (b) provides for
) h
::gt::bugigm tb the Retirement Fung ;.ymtshc ::stalmgie::::ed
rovu:o C. fgwcment bg stating that, notwithstandi tlc\:
Tov “n:ddod ‘:ection 8 48(;) of title S, United s‘?%at
1987: each oef th’o::cetni&ntize(sz t(hBa)HOf e ince o flscal ye::-
sun to be determined by apply{ “the tores Lo Che Fund a
::ﬁn:g t;{ uction 833’{ (3};p oyf ntgittloe t;‘.e l?:tt::db“ic s Code
8 eunployees the employee deducti
el T ROy e A
. . ch succeedi fi t
shall be increased by 2 percent, oxr“gsuch"i.eict!:!:l;ot::? a:‘::

necessary, until it
section 8348(4). ¢quale the rate determined under the ney
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STATEMENT OF PURPOSE AND JUSTIFICATION
To lccoipany a draft b1l

"To amerid title S5, United States Code, to reform the
Civil Service Retirement System, and for other
purposes.”

Cost-of-Livlng Adjustmentl

In June 1986, a new Federal Employees' Retirement System (FERS)
vas created to cover Federal enployees hired on or after
January 1, 1984, The new system more closely parallels private
sector practice than the older Civil Service K:ttrement System
(CSRS), which retains many of the overly generous features that
were not incorporated into the new aystem. For example, only 3
percent of all private pensions are fully and cutomatica!ly
- &djusted for inflation, and yet benefits under the CSRS continue

:gnb)c linked to the sotal ‘change in the Consumer Price Index

In order to provide greater consistency with the private sector
and restore a measure of equity within the Federa service, the
draft bill would revise the method of computing cost-of-living
adjustments under CSRS to conform with that applied to wmost
individuals covered by FERS. Effective on the date of enactment,
adjustments would be limited to either the lesser of the percent
change in the CPI or 2 percent, 1f the CPI change does not exceed
3 percent, or the percent change in the CPI minus 1 percent, {f
the CPI change exceeds 3 percent. The proposed change would
reduce outlays by $183 million in the first fiecal year and by
nearly §3.7 billfon over the first 5 fiscal years.

Contribution Rates for Postal Service and D.C. Covernment

The rates at which agencies contribute to the Civil Service
Retirement Fund currently parallel the rates paid by employees.
This is true even for purportedly financialfy self-sufficient
entities-such as the United States Postal Service and the D.C.
government.  Under this proposal, these two entities would be
charged the difference between the dynamic normal cost of the
Retirement System (as determined by the Board of Actuaries) and
the emrloyee contribution rate, thus ending a substantial, hidden
~ Federal subsidy to these entities. Thig change would be phased

in by adding 2 percent each year to the agency contribution rate
until the correct contridbution rate is reached, and {s expected

to generate additional income of more than $170 million {n the
first 5 years.
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OCA 87-0437
10 February 1987

MEMORANDUM FOR: Director of Personnél

FROM:

Legislation Division

Office of Congressional Affairs
SUBJECT: Civil Service Retirement System Reform

1. OMB has requested the views of the Agency with respect
to the attached OPM proposal to reform the Civil Service
Retirement System. The proposal would alter the methods to
compute cost of living adjustments so as to reduce the COLAs,
require contribution into the system by the U.S. Post Office
and District of Columbia employees, and eliminate the option to
receive lump sum payments upon retirement for employees under
the o0ld and new retirement systems,

2, I believe it is unlikely that Congress will be ready to
accept these proposals given that they just completed last year
a major overhaul of the retirement system,

3. OMB has requested our views by February 18. I would
very much appreciate obtaining the views of the Office of
Personnel with respect to this proposal by that date.

Attachment as
stated

Sanitized Copy Approved for Release 2011/10/05 : CIA-RDP90M00004R000900080019-1

REFERENCE

STAT

STAT



’ﬂv
& e

Ofoe ot

L]

e - -t _— ‘_-—.—.STAJ

NI LT
Sanitized Copy Approved for Relea‘se %01 1/10/05 : CIA-RDP90MO0O0004R000900080019-1
UNITED STATES
NEL MANAGEMENT

Direstor

Honorable George Bush
President of tgc antc

‘Washington, D.C. 20510

Dear Mr. President:

The Office of Personnel Managenent submits herewith .

. legislative proposal, “To amend title 5, United States Code

to reform the Civi) Service Retiren
ent
::;g:z;:a“‘ This proposal would lmplesge.nttmx'-e::gniofh“h"
n the President's budget for fiscal yo:r %égg.

We request that you ref
comnittee for nr’ly co:\a:ge:}t‘:onp.rop”d to the appropriate

With the enactment in June 1986 .

of a nevw ¥ '
2;::::::::“ fyo‘tcm (FERS) for Federal vorkecd::‘l}df":gloo’".
Cioer Janua y ¥, 1984, the overly generous features fn he
Civil Sexv e1e Retirement System (CSRS), which etill Covene
o . T? exployees, are even more anomnloutewlex"
defor .th ehfull CPI indexation of costeof-11v4 ad toer
ents at : 1“ been provided under CSRS 1. eﬁent u{t-,
witho parallel in private sector pension plans, and b‘dly
b‘mﬂtcorregtion. This drafc bi1l would grtng"rett men
thore mmact Fire Tty SAL.CERS proarensore. Tntd Tind wioh

0 e metho
:‘fuu\:&g a:;:x:gcnt;.u?dcil the old lyot;nf f:mggﬁél’“m?ﬁi
» §.C8

percentage point dbelow each yyurP:o:tl\gtzﬁu ‘idt? ut.ht: ec,;’tl. one.

In addition, the pro
pPosal would elim{
:::;:::u ﬂfrog the Civil Service Rot?::nfcnt‘mwr“r;n“d
re Col\:ngbu e United States Posta) Service and the D‘i:t 1by
Sdditiompte ;z:zmer;tf :l::hbfoi contribute to the l"um!r ::
sic pa
employees each year until their pay?ne’r'at:f \to?:ﬁxrcgggf;::v:ﬁg

employee deductd
normal cont of t%:,en:;'slzgre sutficient to cover the dynanic

] 2 ld 1 ’ w
o

significant short-t '
erm outlays which foce major problems {n

Reeting the GCover ',
reduction targe sy, nment’s statutor{ly mandated deffcit
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Honorable Ceorge Bush

Ve estimate that tbc;o pr;pou;d chan

budget deficit (f.e., 4
by the follovtng( lmmx;:u?u“” recelp

328 would reduce the
ts or rteduce outlays)

Fiscal Year 1988 1,511

Tiecal Year 1989 .1:302 :ﬁﬁ::

;:-:u{ gocr }:g? 1,905 millton
scal Year

Fiscal Year 1992 g';2‘ T

1
1988-92 total '5.5%5 :%%%i::

The Office of Management and Budget advises

that enactment
Presidents SPOPs1 would be 1n accord with the progran ci int

A sizilar letter g, being sent to the Epeaker of

of Representatives, the House

Sincarely,

Constance Horner
Director

Enclosures
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* A BILL

To snend title 3, United States cédo to reforn th
Service Retirement Bystem, and for other purponcs..‘c‘v’l

e it enacted by the Senate and Rouse of Representst vo; of

the United States of Americs in Congress sssembled, That this Act
mey be cited as the "Civil Service Retirement Reform Act of
987",

Sec. 2. Chapter 83 of title 5, United States Code, {s
azended--

(1) 4n section 8340--
(A) 4n subsection (a)e-

(1) 4n.paragraph (1) by striking out “and" at the
end thereof; =

(11) in paragraph (2) by striking out the period
at the end thereof and inserting in lieu thereof
*sand®; and

(144) by adding at the end thereof the follovwing
new paragraph:
| "(3) the tern ‘percent change 4n the price index',
as used v;gk'reopcct to & yesr, means the percentage
 derived by-;
I:jA) reducing--
"({) the price index for the base
quarter of such year, by
» "(41) the price index for the base
quarter of tbe preceding year fn which an

adjustment under this subsection was made;
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" *"(B) dividing the difference under
subpsragraph (A) by the price index referred
to in sudparagraph (A)(ii{); and
"(c) sultiplying the quotient unﬁer
sudbparagraph (3) by 100."; and
(B) by amending sudsection (b) to read as follews:
*(b) (1) Except as provided tn subsection (e),
effective Decenber 1 of any year in which an
adjustment under this subsection §s to be made, a3
dotormlncdtumdcr paragraph (2), each annuity
payadble from the Fund under this chapter having a:&’
coomencing date not later than such December 3
shall be adjusted as follows;

"(A) 1f the percent change in the price
index for the year does not exceed 3 percent,
each anmity subject to adjustment under this
‘subsection shall be increased by the lesser

of--
"(1) the percent change in the

price index (rounded to the nearest one-

tenth of 1 percent); or
"(11) 2 percent.
"(B) If the percent change in the price
index for the year exceeds 3 percent, each

nnnuityulubject to adjustment under thla
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i

subsection shall be increased by the excess

of--

*(4) the percent change §n the
price index (rounded to the noarcﬁt one-
tenth of 1 percent), over

"(14) 1 percent.

*(2) An adjustment under this sudsection
shall be made in a year only 4{f the price index
for the base quarter of such year exceeds the
price index for the base quarter of the preceding

yesr in which an adjustument under this subsection

s

was ®ade.”; and

(2) 4n section 8348--

1
ot

L

-
i
1]
4
[

{A) in sudbsection (h)(1) by inserting before
®authorizes” the following: ", prior to October 1,
1987,"; and -

"(B) by adding at the end thereof the following
nev subsection: '

"(J) The United States Postal Eervice and the .
District of Colunbia government shall each contribute fﬂ-
to the Fund 8 sum to be determined by applying to the
totsl basic pay (as defined in section B331(3) of this '.li:
title) peid to its Smployeea who are covered by the

Sanitized Copy Approved for Release 2011/10/05 : CIA-RDP90M00004R000900080019-1



STAT

&

Sanitized Copy Approved for Release 2011/10/05 : CIA-RDP90M00004R000900080019-1

4

'Civil Service Retirement System the percentage rate

that 4s dk:'cxcosn of the total normal cost percentage

Tate for the Bystem, as most recently detarmined by the

Board of Actusries of the Civil Service Retirement

Systenm, and including the effects of futurae increases

in pay and future cost-of-1iving adjvetments, over the

ezployee deduction rate specified {n section 8334(a) of

this title, 1If such rate determined by the Board for

any £iscal year differs from the rate used in the

previouvs !{-éil year, such new rate may not take effect

under this subsection until the beginning of the floc01917

year vhich follows that determination by more than one |

year.%, 5;%
Sec. 3. Chapter 84 of title S, United States Code, F:;

i{e¢ anmended-- - T
(1) by repealing section 8420a;

(2) ln section 8424(a) by striking out "Except as
provided in ssction 8420a, payment" and ln-erting in
- lieu thereof "Payment”; and

(3) in the andlysis by striking out the ftem
relating to section 8420a.

Sec. 4. Public Lavw 99-335 {s amendede.- E
- (1) by repesling sections 204, 408, and 505 and

the amendments made by such sections; and

(2) by amending section 702-.
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K & .

(A) in paragraph (3) by striking out -

"sections 204 and" and {nserting in 1eu thereof

"section”;

(B) in paragraph (5) by striking out

"Sections 505 snd” and inserting in lieu thereof

“"Section",

Sec. 5. (a) Except as provided by subsection (b)
of this section, the amendments made by this Act oﬁnll
take effect on the date of enactment of this Act.

(b) Rotwithstanding the provisions of section
8348(1) of title 5, United States Code, as added dy
section 2(2)(R) of this Act, in the £iscal year
beginning on October 1, 1987, the United St;teo Postal
Service and the District of Columnbia government shall
<esch contribute to the Fund & sum to be determined dy
applying to the total basic pay (as defined in section
8331(3) of title 5, United States Code) paid to its
exployees the anmployee deduction rate specified in
section 8334(a) of title 5, United States Code, plus 2
pcrcent. In each succeeding fiscal year, the rate
shall be incressed by an additional 2 percent, or such
lesser amount as is necessary, until it equals the rate
determined annuelly by the Office of Personnel
Management under such section 834R(J), after uhigh it
~shall be detercined {n accordance with such cection
8348 (3). | |
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SECTION-BY-SECTION ANALYSIS
To accompany a draft bill

“To amend title S, United §
- . tetes Code, to reform
Pu;pg.l\.rﬂ"urvleo lctlrot.nent Bystem, a'nd for other

The firet gpectd | |
Retirement uf”:ﬂ‘ettiglftgnt.’h‘o" bi11 as the "Civil Service

Section 2 contains the various ane

g:g: S_..Unind States Code, deu::::ntt'o t:ﬂc&lptt‘:: %31 O{

““tc: 'ogirment Syateu. ®more into 1ine with the mw‘l’1

cre oC Federal Employees' Retirement Eystex and to red te
arranted subsidi{es from the Civi] Service Retlrmcn:.}‘::;

to the United
Columbia 'ov.ms.;'tf".'“tﬂ Service and the District of

Paragraph (1) of section 2 amend
8 section 8340 by ad

nev oa eddin
.p“cp;nith 0(3)‘ tohcubuctlon (a) dcuntn;ythe tir; -
sudbsection (&38 t 3] ';’rotviedc"g:: :;:dt“';1md by Sevising <~
::::‘:lnbe either the lesser of the p:r;cx‘\:i?ha“iu.lt"nlt\.
eon grir‘prh:o index (CP1) or 2 percent, 4f thengchu y tt.
the CFL oeil not_exceed 3 percent, or the percent chl“: ‘n
he OF uTmn 1 percent, {f tiu CPI change cxecﬁ ;
Brovidel wnasr She”Fasice: "peied dn constatine Vit that
aragraph (1) also authorires an ayd"u. ot onlony, Systen.

. stm :
N which the CPI for & bdasge quarter chce:d!:t t?\?%?gnf:r’:l::

4
base quarte
e .:1“. | r of the prccndin; year §n yhich en adjustment

Paragraph (2) of section 2 emends &
::ccuxinment that the Postal S.er:'eizte“x;u'yusfot:o :nd t?.
let:.“" in the unfunded liabiliey of the Civil B:“: p
.ut:::eg;“Syotem. Assessments uynder subsection (ht)v c:
otion 83 \{’111 be limited to Postal Service pa (ncruso
: dox qb ctober 1, 1987. HNHowever, paragraph rz; then d?
Servic:“ ldect:‘on (J) to section 8348, requiring: the Po:t Z‘l
orvie o.u:‘n tt ; D.C. government each to contribute to tt.\e
pay. as definoed :nd::::t;::‘nga;:iv(;)ppg,yi::;uto Eniotat baste
e
::::;wg::d :.o ite enmployees covered bys.cli’:ﬁedsi:?‘
netir . 1: ¢ percentage rate that i the excess of ;e
sota tlnot;um cost for the Retirement System a ot
EoTey retirenene ey Jottd, o6 AowrA Sy oft Vi)
by » v Fu
:::t-of-;.ivlng adjustoents and futu:i it:cer:afaf::ti:: of future
enployee deduction rate specified in gection J;Zi-;v:;

»
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f-

title 5, United States Code. 1f the norma
‘2iocal year differs from the previous year'

zate {s not used in comput{ the Postsl Service or

nt D.C.
;overnncntvrayuent until the beginning of the f£irst £iscal

year folloving the rate determination by more than a year.

Section 3 amends chipter 84 of title 5, United Gcat

es Code,
by repesling section 8420a, relating to slternative forms of

exent Systen,
r 84 are also

énnuities under the Federal In loyees' Retir
Section 8424(a) and the analysis ‘tor chapte
anended to eliminate references to the repesled section,

Section-4 amends Public Lav 99-33%
204, 408, and 505 and the amendnents made b
thus eliminating tho provisions relating
forms of annuities wunder the Civil Serv
System, the Foreign Service Retirement Syst
Retirement Eystem, respectively,

amended in paragraphs (3) and (5) to eliminate

Teferences to
repealed sections 204 and 505, respectively, '

Section S provides in subsection (a) that,
grovided in subsection (b) of that section,

Ay the Act shall take effect on the date of o
ct,

Subsection (b) provides for phasing {n

groviuions of eection

ode, as added by section 2(2) (B) of
1987, each of those entities shall ¢
sun to be determined by applying to
defined by
paid to {ts employees the enployee deduction r
in section 8334(a) of title 3, United States
percent, Then, {n each succeeding fiscal ye
shall be increased by 2 gercent. or such
necessary, until {t equa

. section 8348(4).
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8 rate, the new

em, and the ClA
Bection 702 4s also

ekccpt as
anendments made
nactoent of the

increased
contributions tb the Retirement Fund by the Postal Service

and the D.C. government ggaotatlng that, notwithstanding the

a(g) of title S, United States
the Act, in fiscal year
ontribute to the Fund a

the total basic pay, as
section 8331(3) of title S, United States Code,

ate specified
Code, plus 2
ar, the rate
; lesser ‘amount as is
s the rate determined under the new

STAT

LI
[ ]
>
ol

-

- B ol oam

ettt




? wia
Sanitized Copy Approved for Release 2011/10/05 : CIA-RDP90M00004R000900080019-1

S'IAT!H!NT. OF PURPOSE AND JUSTIFICATION
To &ccompany a draft dil)

*To amend title S{ United Btates Code, to refore the

::’g:'i:?‘nce Retirement System, and for other

Lost-of-Living Adjustments

In June 1986, a new Federal Enmplo ees' R
]
:::m. cro:th‘ to ecovex hdeulp eymployncu‘l’\.i?&t i;.t::' (?:'és’
vacier practine” enint et piten moxe clonely Riralunt privits
‘('2555). which retains many of the overly gc;:io::"f.:::g:of”gn
not incorporated into the new aystem. TFor example, o 1t “
| z;tccntd off 811 private pensions are fully and au%om'nti: {13
Justed for inflation, and yet benefits under the CSRS eont:m{

to be linked to the total change in the Consumer Price Index-

(CP1).

In order to provide ireater eonihtcne
:ndfn;tcire & Teasure of equity mhan’:%'it?.ﬁ’:.f'
:a tni 1 would revise the method of computing cost-of-1iv{
:%\:a“enio under CSRS to conform with that ippund to :ng
: vicuals covered by FERS. Effective on the date of ennctme::
:hiultn:ntl would be limited to either the lesser of the ercent
3 Persent. o Tha PercEat Shenas 15 th 13 Bl L eneesd

n the
:l.:;u &leetli:x;g'c b;xc'c‘o'd; '31 . ‘erce;\t. h The pr:pi;“:d 1:1'?:;:: n::w{:
on in ¢t '
nearly §3.7 billfon over the first & !eu::{.;e:::f“ yesr and by

service, the

Contribution Rates for Postal Service and D.C. Covernment

The rates at which agencies contridute
to
;::tre;nent Fund currently parallel the rates t:‘:d cb‘yﬂclm g:r:::e
encicics Uoh So ek, opiesly Smenctuly otk SR
ostal §
gg:erngenth. Under this proposal, thesc twoer:;::t!.:sd ::el:.g'
< t:ge . the difference between the dynamic normal cost gf he
t:u :;m;:;efyzggﬁ(ba:txg;:;?;ineihby t: Board of Actuaries) :n;
| ! e, us endin
Ied;rafd-ub- idy to these entities. This 8ch:n.g‘:b.:::1tdl.:e' Phesed
nu aﬁding 2 percent eath year to the agency contrlbutlog rate
un the correct contribution rate ia reached, and {s expected

to generate additd
£irst 5 years. onel income of more than $170 milifon in the
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Unp Sur Wiehd swals

ederal eon cre
Systenm butplgz:e" tptroduc.:tﬂd the ney Tetirenent
or the firge ¢y enosher major red.o.rtn‘{“n::t °"l’”‘tﬂmttf:t
Tement

'1thdr.¥7 Qe : "ie" th' © ortun t
11 th.tr eonttfbu PP {
Yy to
e

the
tize of tetirenent and iﬂ?”' O e eysten ¢y

n

si
gnificantly Increapeq outl.onl. These Provisions

tObl.m. | Dear tern
" .'or

In addition
Tetirement 1;1 Jegare oncerned
lover fncome 1:;;%:;;J=t¢lente Ut the ry k of ynag,

0 thercfore. Tepeal the

he date of
$1.3 bs enactment, pRegd nt g
Lirse n“". in the ﬂnt,uy?airon:n;nno“t%'!{.::m& be active on
. Carly’ §5.7 biyggoT® than
. fon the
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